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* Academic Sees Menetary lL nion as Ll nworkable 


YVIENOSI34 Vontreal LE DEVOIR in French 
17 Apr Yi pp Al. 44 


[Arucle by Menon Cornciher “Expert Weness Sees 
Quebec anad: vionctary l non ! nrcalizabic™ | 


[Teat) Ouawa—OF all the options oven to Quebec. a 
combination of sovereignt, and associauon would be the 
worst chonwe the Quebcoors could possibly make Even 
independence would be beticr. asserts Professor Thomas 
Courchene of Queen's University 


In a presentation that he made mun March at the request of 
the Federal Ministry of Finance. and a copy of which the 
TVA network has obtained. Professor Courchene 
addressed the gucstion of whether ut would be desirable 
and teasible to create a new monctary union betwcecn 
Canada and a sovereign Quebec. Hes answer 1s No 


Analyzing the constraints and limitations of the Euro- 
pean Common Market. Professor Courchene questions 
why Pequrste leader Jacgqucs Parizeau favors an cco- 
nomic and monctary umon with Canada. and why the 
Allaire Report makes this umon vs alternative to a 
revised and corrected confederation 


“Why should Quebec opt for us independence only to 
turn mght around and enter into a complete cconomn 
umon that would limit the exercising not only of its new 
powers but also of those ut already has” asks Professor 
C ourchene 


A European-style monctary union. he points out. would 
further limit Quebec's freedom of mancuver, because 
such a union would entail the setting up of admunistra- 
tive and coordimating bodies, of procedures tor the 
settling of disputes—procedures that would pertorce 
have to be binding—and of common rules in a host of 
spheres of activities. Moreover, negotiation of all thes 
machinery would be very comple, and would need an 
interested partner, a requirement the fulfillment of 
which 1s by no means certiam, he says. particularly if 
Quebec has declared ts independence unilaterally 


“In my opinion (the sovereignty -association formula) rs 
essentially a sovereignty marketing device designed to 
render sovereignty more salable to the Quebecor and 
the rest of Canada.” he writes 


CANADA 1 


in Professor Courchene’s vicw. an independent Qucbex 
with is own currency and ire to enicr «nto sinvtl 
commercial treaties, would be De*\cr positioned te onent 
is monctan poly as u alone deems Gesirabic. and 
would not be obliged to harmonize its fiscal and bud- 
gctary polices with those of is vis-a-ve« 


Bul the ncgotiation of commercial agreements could 
mduce the Amencans and ( anadians to take a hard look 
at Quebec's state subsidization policy and programs and 
its European- or Japanese-style coonomn policy 


“A reconstituted contedcration would perhaps offer 
Quebec a more cilective form of sovereignty.” Professor 
( ourchene « nics. He ports out, for cexampic. that unde: 
the present syvsiem, Quebec 1s not bound by a number of 
articles included m the Canadian-American tree trade 


agreement. while Canada. as a signatory. 1s bound by 
them 
Result’ Quebec has a freer hand than (Mttawa. for 


cxample. in regulating the financial institutions under its 
jurisdiction 


Protessor Courchene adds that under the present system. 
the provinces have mobility of labor. capital. and prod- 
ucts, without being stranyacketed by a web of comple, 
ircaties and agreements. If Quebec were to decide to 
leave the present political and judicial framework in 
order to negotiate a different onc. i would have to accept 
the consequences this would have on its freedom of 
decision 


Professor Courchene. however, docs not advocate the 
Status quo. On the contrary. in his opinion, i rs of the 
essence to revise the Canadian confederation in such a 
way as to respond to Quebec's demands imsotar as 
concerns the new distribution of powers 


But if Quebec's citizens were to opt for independence. he 
writes. they would make symbolic gains, with Canada 
the loser by it. especially on the international scene 
within the cconomic organizations, such as (i-7, and 
even among French-speaking countries 


From an cconomi standpoint, its uncertainty, and in 
particular the level of Canadian de. could compromise 
all plans tor an cconomic union and arouse concern in 
the international markets 
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* Developments in Chemical Industry EF \amined 
YIESO AA Paress LE NOULULEL ECONOMIST! 


mn } re? rh » 4 ipy y/ pp ay) ij 


[Article by Alain Jemain: “French Chemical Industry: A 
Switching Error’ Why Atovhem Is Laughing and Rhonc- 
Poulenc Crying” } 


{Teat} And what if they made a mistake” Throughout the 
decade of the 1980's, almost all the strategies, public and 
private. of French chemical industry swore by a forced 
march toward a chemical industry of specialties as the 
only way to win the jackpot. However, what do we see 
alter some bad weather spells have been affecting the 
world cconoms” Rhonc-Poulenc (78.8 billhon francs [Fr] 
sales). virtually stripped of ts basic chemustry as a result 
of the successive public plans tor restructuring of French 
chemical industry. announced a result for 1990 of Fri.9 
bilhon, a decline of 52 percent. Atochem (Fr52.4 billion 
sales), which was believed to be much better endowed, 
with substantial petrochemical and chlorochemical oper- 
ations. came up with a profi of Fr2.6 billion, an 5- 
percent increase, on its new frontiers. Were people taken 
in by a decoy” 


During the last 10 years, what has not been said about 
the virtues of thes specialties chemical industry. which 1s 
directed toward highly innovative products, with high 
added valuc im narrow “niches.” produced im small 
quantities for customers too impatient to meet their 
goals 10 pay attention to market prices. A real gold mine 
All the recent history of French chemical industry has 
been marked by this fascination. Beginning in 1980. 
ELF. the public on! company, bought the petrochemicals 
ind chlorochemuicals of Rhone-Poulenc, then directed by 
Jean Gandors, which turned over even us fertilizers to 
CdF Chimie, an affihate of Charbonnages de France 
Thus. the torchbearer of French chemical industry 
reheved of its “millstones.” Even though ut still has its 
textile fibers. which no one wants. ut will be able to 
devote itself to more noble and remuncrative activities 
health. agrochemucal, and, naturally. these miraculous 
chemical specialties 


Two years later, the Socialists in power are reorganizing 
this newly natronalized chemical industry. which sull 
culs as poor a figure compared to the British ICT or the 
three German giants BASF. Bayer and Hoechst. Rhone- 
Poulenc, still on the same trajectory, receives the phar- 
maceuticals of PCUK. the chemical subsidiary of 
Pech-ney, and also on part its chemical industry. which ut 
i$ to Share with CGF Chimic. In return, ELF receives the 
heavier portion of this chemical industry of Pechines 
and its of company competitor Total sells ut the SO 
percent tt held on them pont subsidiaries Atochimic and 
Chioe. Also heavy chemical industry. In short, Atochem 
ects an advance of 2.6 billion from its sharcholder, and 
the state provides it 1.6 billion over three vears. No big 
windtall 


Atochem. the heir to this deteriorating collection, indeed 
often given up as dying. was formed m October 1984 


FRANCE 
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Pacgues Pucchal, a Polytechnique mining graduaic. who 
since 1972 had been directing ELF's chemical activities, 
provided the continuity and became president. Hrs por- 
tol teatured many petrochemicals and major plastics. 
chiorochemicals and PVC. very lithe fine chemusiry, 
specialties, 2nd polymer technology. However. the oil 
group tulfilled iis Commitments, investing Over a seven- 
vear period some Fri 4.5 bilhhon to sircambince. close sites, 
launch rew processes. and modernize the establishments 
(3.500 yobs clumunated). Though barely out of the trees, 
by 1984 the new number two of French chemical 
industry showed a profit. It was to be always on the black 
from then on, to the pout of being able to finance is 
own devclopment 


The same pattern at the beginning of 1990. on comple- 
tron) of the second stage of the restructuring of French 
public chemical industry following the report—whuich 
will not be publishee—of Louk Le Floch-Prgent, former 
boss of Rhone-Poulenc and today chairman of ELF 
Okem, the new misadventure of CdF ‘ hime and not 
viable over the long run. 1s shattering. Total, which 
wants to gct back into chemicals, will salvage the “good” 
part of Okem. To be precise. the high added value 
activities: inks, paint. adhesives, resins. On the other 
hand. fertuhzers, with the Grande Parorsse and Sofert 
subsidiaries, will pass into the lap of Atochem, as well as 
its petrochemicals, Norsolor, By Meccano-type rea- 
soning. Atochem 1s required to sell to Total the paint of 
its subsidiary La Seignurie. The only consolation share 
for the Puechal group in thes “second chemical industry 
plan”: the Norsolor specialties (FR3.S billion). Cer- 
tainly. as ELF expands into chemical industry, 1 seems 
condemned to the French cheap cuts. It 1s true that the 
government 1s leaving it more latitude to manage and 
expand Sanofi, which 1s today number two im the 
national cosmetics field (Fri8.5 bilhon sales mm 1990, 
Fr&S3 millon net profit) 


tinder the charrmanship of Le Floch-Pngent, and even 
more his successor Jean-Rene Fourtou, Rhone-Poulenc 
has been stoking the fires of this high value added 
chernucal sector, the only valuable one. The upshot: 42 
acquisitions, notably on the last five years, for a total of 
Fr40 billion. And numerous disinvestments (60 dispos- 
als). on sectors where the Courbevore group 1s not able to 
impose its technology and its prices. The result: In 1990, 
Rhone Poulenc carned only 20 percent of is total 
revenue mn basic chemicals, without any petrochemicals, 
though its branch included mayor organic and muincral 
intermediaries. Its last PVCs, those of its Spanish sub- 
sidiary Rio Rodano, were sold to Atochem at the end of 
1990. In order to move quickly and pick up the best 
businesses remaining on the market while having a 
Strong position in the United States, Mr. Fourtou had to 
pas dearly. The result: exploding debt: Fr34 billvon at the 
end of 1990. The state provided as a whill of oxygen its 
participation in Roussel-l'CLAF estimated at Fr4.6 bil- 
hon 


Mr. Pucchal himself 1s also changing gears. Hrs suc- 
cessful takeover tnd of $1.05 bilhon on the American 
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Pennwalt brought to [LF chemical indusir, cngincering 
plastics. dernatives of sulphur, flaor, oxygenated water 
and \ arsous specialiics On American terrmionm (23 tacto 
mes). bul even better an inicrnatlional opening that ut had 
been lacking (44 taciones mn Europe. Latin America and 
the Far East). The Philadelphia business 1s pand 20 times 
ts Current carnings. Atocheni 1s financing \) percent by 
del. ing inte its treasury. and the rest by borrowing in the 
i nited Mates. Since the absorption of Orkem did not 
even make ut “take out its checkDook” (no more than 
Total had to do so). us indebtedness. which had been 
nsigniticant until Pennwalt despiic 15 or so small acqui- 
sitpons. pumped at the end of 199) to Fr? billion 


Thus. Atochem. too, 1 not resisting this cheniacal 
industry of specialties, which now represent roughly halt 
ts Sales. However, Mr. Pucchal 1s happy that last vear he 
was able to depend on the stability of hes basic chemicals 
including tertulizer, wyose prices he has been able to rars 
to absorb raw materials increases. Because the depreci 
athon of the greenbackh—whuich the specialties propacts 
forgot to take mnto account—has had devastating citccts 
on all products that. lacking sufficient local industrial 


FRANCE 3 


lacuitlecs. were Ciporicd Ir m turopcan factorecs oO fk 
Ncw World and Southeast Asia 


Mr. Pucchal states: “Expersence has shown that the 
specialiics are not really hogh-periorming cxcepi m a 
group that 1s also producing basic chemicals. No fluor 
without chiorinc. no adhesive withoul polymers. And it 
is hbase Chemocals thal ecnecratc the largest cash flows 
Not specialties chemicals, whech anyway need a world. 
wide implantation. To the extent that the big American 
compariecs of the chemical industry tor the “happy tcw 
trom Du Pont de Nemours to Dow Chemical and 
Monsanto to General Electr. had a prenic on thew 
foreign markets. where, with the help of the dollar, prices 
had become ultra<ompetitive. Partecularly im the tone 
organics (the derivatives of phenol). previously onc of 
the strong points of Rhone-Poulenc. As ut also had to 
shoulder the misfortunes of us Brazshan subsidiary 
(Fr400 million of losses). and endure the drop in tts sales 
in the Eastern countnes. one can undersiand the st- 
hacks to the French number one in a period of transition 
before it 1s getting full profit from is acquisitions in the 
United Sates. Which should tree 1. for the most part 
trom these harmful eficcts of the dollar 
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Denmark 


* Nlinister Presents New Agriculture Plan 


* Crop Price Problems 
VIE NOSSO Copenhagen BERLINGSAE TIDENDI 
Donn 10 ipr ¥I Second Sateen p OS 
[Article by Henrk Tuchsen: “A Chrome-Plated Plan tor 
Danish Agriculture | 


[Teat) The menester of agrwulture presenicd the ace 
Procedural Plan tor a Viable Agriculture.” but « was 
sheptically recenved by farmers 


The government's plan for an agrculture «hoch can 
nourrsh both the Danish countryside and the majorts of 
tarmects 1s a tng disappointment for agriculture. Cause: It 
docs not offer a way tor farmers to handle the rmmuencni 
drop im agrncultural pres 


‘There rs nothing about political measures to head off 
the negative consequences. Where vs the viahic deveclop- 
ment with regard to cconomics” sand H.O).A. Apcldsen 
president of the Agriculture C ounce and chairman of the 
Agricultural Association 


He had expected well-defined political mitiatives tor 
rehect of agriculture’s special taxes. consultation, con- 
tinuing education and rescarch—"so that we may enjoy 
the same conditions as our competitors.” He added that 
the procedural plan gives a too low estimate tor reducing 
leaching. but admits that the government has chosen to 
go mm the mght direction 


From the big gram producing center's organization, the 
Twelve-Man Alhances. Charman Steen Rewentlow- 
Mourier sand among other things 


“We lack new vision for agrculture’s developmental 
potential. especially om the international perspective. Via- 
billity s not only a question of environment, but also of 
such matters as survival ability and working conditions ~ 


“The mutiatives on the procedural plan will bring sagnit- 
cant costs to agriculture, but despite that, it 1s a realrsti 
proposal with which to continue discussions.” sand 
Rewentiow-Mourrer 


Better tse of Animal Manure 


Both organizations are very happy that agriculture will not 
be saddled with the detested fees for artificial fertilizer 


Agriculture's problems, according to the plan, will be 
solved tiret and toremost by the better utihzaton of 
animal manure 


To accomplish thes, farmers will spread thew animal 
manure in the spring. Toward thes objective. the govern- 
went has sct up a series of conditions for spreading. For 
cxampile. quid manure may not be spread from harvest 
until | March with the exception of animal manure 
spread on winter rapesced and grass in September 
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In order to fulfill these requirements, farmers mus! agai 
pump billons of kroncr mto Isquid manure tanks. even 35 
ut well be Mecessery fo INVES! On a Ncw spreading techmguc 
The' techmiguc 1 on the market, but stell needs umprove- 
ments. the government acknowiedges. The mvestment in 
me’ tochmegucs and bhquid manure tanks 1 the Diggcs 
expense for bo«n the state and the farmers. A large part of 
the EC moncs amounts to supports for icttong Lind he 
tallow 


Beyond a beticr utshzation and storage of anrmal manure 
the plan muncludes a reductson m consumption of market 
fertuhzer. Thes would entail gre~ cr control over manure 
and crop rotation planning—that 1s. sending ministry of 
agriculture people into the fickds for inspection 


The government will also seck to protect the ground- 
water im particularly sensitive regions. In the North 
Iviland. Aarhus, and Viborg districts, especially. the 
nitrate concentration m the groundwater 1s very high 
Farmers on these arcas will be offered compensation by 
the state for reducing fertulizatron 


Preventing Nitrogen | caching 

The calculations provide also for the reduction of agricul- 
tural acreage wn Denmark of about 340,000 hectares im 
order to release the so-called marginal lands, for foresta- 
ton, and for urban development. lt provides for a struc- 
tural development with fewer animals and different crop 
combinations. it also arms to reduce nitrogen leaching 


Minister of Agriculture Laurits Tornacs (Liberal) says 


“l am convenced that implementation of the plan will 
bring about the desired goal, namely that the leaching of 
nitrogen will be reduced by about 77.000 tons by the year 
2000. Thes os where we terminate thes year’s discussions 
Now we must leave agriculture mm peace mm order to carry 
oul whal 1s necessary.” 


Prime Monister Poul Schluter (Conservative) told Ritzau's 
Burcau [were service] that with thes plan Denmark can 
solve its pollution problem im a very neat fashion 


“I doubt that 1 will surprise anyone that 1 will take some 
time. But we will stick to the goal and ut will be 
accomplished. We shall do ut om a way thal 1s possibic to 
pul into practice and 1s not totally destructive to farm- 
ing. saved the prime minister 


According to the Water Environment Plan. the nitrogen 
leaching was to have been cut om half by the end of 1992 


That plan was put into effect m 1987. Agriculture was 
supposed to reduce the leaching of nitrates from 260,000 
tons to 127,000 tons. Up to thes port, agriculture has 
managed $0000 tons, the Environmental Board estimates 
The Funen district reports, however, that the drstrict 
cannot perceive any result through its measurements 


From a status report in May 1990. 1 became clear that 
farmers could not meet the plan over such a short perod 
The government decided, in consequence, to thoroughly 
review agriculture’s environmental problems. The result 
came yesterday. Now a comprehensive analysis in com. 
mittce and—in all probability —a political squabblc 
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Cost of ! pvironmental Agriculture 
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Spreng spreading of anrmal manurc | | 
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= - - . > ——— —_———_}— 
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* Farmers Attack Proposal with the Water Environment Plan's requirement can 
YIENOSO2B Copenhagen BERLINGSKE TIDENDI only hold six months’ worth of quid manure. 


in Danish I] Apr vipa 
“We do not have a need for another tank.” sand Tommy 
[Artocle by Mananne Bom: “Little Farmer—What Now””] Steffen Hansen after looking at hrs field plan 


[Text] The politicians’ changing signals to agriculture 

means an extra expense of 150.000 kroner to a farming “We have so much ground that we can casily fulfill the 

family mn North Sjaciland. Last year the family complied plan's wishes concerning carting of liquid manure. After 

with the Water Environment Plan and built a hquid the harvest. as requested, we will only cart the hquid 

manure container tank. If the government's new plan for = manure out to the grass ficlds and winter rapeseed, and 

agriculture goes through, the farm will have yet another our cxrsting tank 1s big enough for the liquid manure we 
ink for the famaly to fill with hquid manure it does not have to hold until spring.” 


have 


The 60 cows at Veygaard in Stro near Hillerod chewed their After more mental figuring. father and son came to the 

cud yesterday as usual. Meanwhile, their owner Gunner conclusion that it would cost 200.000 kroner to build the 

Steffen Hansen and his grown son Tommy attempted 10 superfluous extra tank. They shake their heads and com- 

digest the stipulations in the “Procedural Plan fora Viable ony 

Development in Agriculture.” put forth by the government 

the day before. It was not casy. The plan requires them 

before 1995 to invest in a liquid manure tank, which they “If we had known last year about the sircter new 

do not have hquid manure to fill political requirements, we would naturally have put ina 
larger tank. It would have cost a total of $00,000 ki oner. 


he goal of the Procedural plan 1s to limit pollution of Now the price for the same capacity divided between the 
ihe water environment fy nutrients from sou fertihiza- two tanks will be a total of 690.000 kroner.” 


won. Therefore. farmers may not, to the same extent as 

formerly. cart their liqued manure out to the fields, after 

the harvest has been brought i. Instead, they must hold For a hushandry of 60 cows and 80 hectares of land, 
the liquid manure until the plants sprout in the spring 1 $0,000 kroner im extra expense is a piece of change, they 
Then there 1s less risk that the nutrients will seepinto the — fee} 

streams, rivers, and ocean. They must use tanks to store 


the hquid manure 
“Many don't realize that the environmental investments 


Gunner and Tommy Steffen Hansen agree completely that are asked of ws are comparable in price to a 
with the philosophy. They don't wish to pollute. But they residential home.” said the wn. 

disagree deeply with the plan's requirement that farmers 

in them situation must have a contamer sufficient to hold 

seven months’ production of hquid manure. The newly The family ports out that its situation 1s atypical 
built tank they mvested in last vear mm order to comply because so so much of their land 1s devoted to animal 
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hushandry. But thus kind of agr..ulturc also deserves 
attention, the Sictien Hansens fee! 


Peter Bagmand. a Gcpartment manager on the minrsiry of 
agriculture. well understands the problem. He docs not 
dare to promusce the famols that ot well gct out of installing 
anew tank 


“As the plan looks today. farmers to whom thr applecs 
will have to expand.” he sand 


“Right now the proposal ss up for political dchate and 
there could be changes.” 


For cxampie. could he deceded to set a definite date in 
the tall after whech i 1s no longer permuticd to cart out 
hqued manure. he explained. If that should be a result of 
the politcal negotsatoons, the situateon for the famuly ai 
Veygaard might seem less like a catch-22. Then the hquid 
manure would have to be held om tank number two 


* Politicians Debate Plan 


VIENOSOOC Copenhagen BERLINGSAE TIDENDI 
im Danish Il Apr Vipa 


{Unatiributed article: “Strong Critecrsm of Procedural 
Plan” | 


{Teat] The new “Procedural Plan for a Viable Develop- 
ment of Agnculture.” presented on Tucsday by Muinrster 
of Agriculture Laurits Tornacs (Liberal). 1s encountering 
sirong criticism from practically all sedes 


The vear 2000 1s now the official termination date for the 
goal, which according to the Water Environment Plan. 
should have been reached in 1992. Farmers semply do not 
have the moncy to finish any sooner, the minister of 
agriculture tecls 


Earlier, Minister of the Environment Lone Dybykacr 
(Radical Liberal) sand that the plan docs not contribute 
anything new. and she considers 1 unacceptable that the 
deadline for reaching the environmental goal has been 
pushed back to the year 2000 


“This report 1s defensive, hopeless. and lacks perspec- 
tive.” sand Lone Dybkyaer 


The Social Democratic Party and Socialist People’s Party 
are equally skeptical. The Social Democratic agricultural 
spokesman, Byorn Westh. and the party's environmental 
coordinator, Ole Lovig Sumonsen, call the procedural plan 
weak They do not belreve that the goals can be reached — 
not with the tug delays that are being proposed 


Steen Gade, Socsalsst People’s Party. states frankly that 
he does not beleve im the government's plan 


Critecrsm +s just as sharp from agriculture tiself 
Chairman for the Danish Small Farmers’ Association 
(Christian Sorensen, sand that the proposal lacks vison 


“It 8 restricted in the main to renewong the demand for 
an increased efficrency om agriculture” Christian 
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Sorensen +s afrand thal the plan's regurrermnent that the 
Slorage capacity for anmmal manure be mncreased to nine 
months for cvervonc ei result m many owners of 
medseun sz7ed operztions haveng to scil thew larms 


HOA. Keckdsen, presedent of the Agrcultural Council, 
sand thai 1 «s more a Matus report than a procedural plan 


“And thes status report 1s lopseded because 1 concentrates 
too much on the environmental ude of the question.” 


* Tax Cat Proposal Dropped From SDP Agenda 
VIENOSO4 4 Copenhagen DET FRI AATUELT 
in Danish © Apr Yl p ~ 


{Article by Jems J. Krogh: “SDP Changes Course™] 


[Text] The Socsal Democrats [SDP] now have four pror- 
ies on theer political work. Thesr mai msuc last fall and 
duting the clecthon campaign—tar cuts—+1s not on the lyst, 
according to a preleminary agenda for the party's executive 
committee mecting today in Copenhagen 


The Si P wants production and employment to be at the 
top of the agenda 


They well go om for jobs and education instcad of daily 
benefits and assistance im the form of cash payments. 
Once agar the party % proposmng an active industrial 
policy. And the government must be forced to carry out 
its agreement of last summer 


Young people who will be affected by restricted admrs- 
son al universities thes summer should be guaranteed 
lraining 


The parts proposes that all adults have the nght to pard 
training and leave from their job once they have been mn 
the work force for 5 vears 


The other three ports the Socsal Democrats stress are 
the follow ing 


¢ Securrty for the elderivand ftamubes with children, 
¢ Improvements in the environment. 
* A sound coonomy 


New Grant Arrangement 


The party beheves that a new system of block grants 
should be set up so that municipalities can stop laying off 
domestic help for the wck and elderly. school teachers, 
and clerical workers 


The SDP wants block grants to be teed to the economy 
When the cconomy 1s expanding raprdly. the block grants 
would be reduced But when the economy 1s stagnant, as 1 
is now. extra block grants would be released 


The Social Democrats say that thes new system of grants 
regulated by the coonomy would be an integral part of 
future budget agreements between the national govern- 
ment and the municipalities 
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Klaus Hackicrup (SDP) charmsa of the Folictong 
Local Gamcrament ( ormmetice penkd oul that ss 
arrangement! wheres the coonomea cocks are cscncd 
out wound fully conform to the agreement the munss- 
pases mow have auth th state 


‘When the coonom was expanding m 1985 and 1986 
the gov crnamecnt imraducocd a regulatory “eicem thal 
reduced benctits to local goveraments What we have 
now nthe caact oppostc Tas revenecs to local pov cmn- 
ments has: dropped sagnificanth hi ns only reasonabic 
that wc belp the local gow crmments when of gocs the other 
was. Klaus Hackhherup sand 


Iceland 


* EC Seen Weighing Joint Energs \ entures 
VIENOS 234 Revived WORGT NALADID of hoclands 
jd inv y/] f 4) 


[U natirybuted article “EC Interested on Energy ( ooper- 
atron with locland”| 


[Test) The EC is becomeng mercawngl) mtcresicd in 
cooperating with iceland om energy matters. cluding 
sending clectricity via undersea cables from loeland to 
Europe. The possitulity of financeng such a pornt venture 
withon the EC budget for the current vear 1s ender study. It 
1% hoped thal representatives of the French firm 
ALCATEL well come here at the beginning of June for 
dixussion and planning. as that company has shown 
micrest on laveng the clectrec cable between loeland and 
Scotland This yornt venture depends on ome hand on the 
possitlc sale of clectrocrty ssa an wndersca calle and on the 
other hand on finding a companys om the EC emterested mm 
working with Icelapd om the energy industry The project 
got started after talks last year between Industry Monister 
Jon Sigurdsson and Marten Bangemann of the EC admuin- 
iMratron At the beginning. the administration thought the 
job on the whole too capensive, bul accordeng to an Et 
official, the Gulf war transformed the problems with the 
job Now Bangemann has charged hrs staff to study ways to 
finance the yornt venture wethen the EC's budget for the 
current vear, but the result of thew studies has not 
appeared According to the derector of the mndustry min- 
miry. Byorn Fridfinnsson, a conchuson has not vet been 
reached about the venture. but t would he Lept gorng with 
mmformal talks He sand that the matter « comphcated by 
disagreements within the EC about whether to comtenuc it 
Energy qucstwms are thus om the department of someone 
other than Bangemann who handle ndustry matters for 
the administration The possbilt of undersea cabics 
between locland and Europe has .sakened mterest in 
manufacturing such cables. The French firm ALCATEL 
which among other things lard the clectra cables across the 
British Channel, has shown mnterest om discussong laying 
cables betaeen Iceland and Scotland National Dev clop- 
ment Director Halidor Jonatansson sand that he hoped 
representatives of the French firm would come om June to 
discuss and make plans for the matter 
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* Fisherics Minister on Whaling Policy 


* Thersteinn Palscon Comments 
VIE NOS2°7 1 Revdooek VORGI NBLADID om loclands 
I Vay Vip’ 


[U matirvbuted article “Well Be Baal on the Groundwork 
That Has Been Land” ] 


[Teat}) Thorstcmnn Palsson. the aewly appornted munrstcr 
of frsherees, pustice, and religous affanrs. says that at the 
revece of fistung pulscy required by law. the groundwork 
that already has been lard well be bust upon He says that 
drscussing rents for frshong quotas 1 not on the agenda 
“Thes pob surts me well. There are many tasks warteng out 
there. the biggest beng work on a comprehensive agrec- 
ment about our fisheng policy We have to prepare a review 
of ys. a8 required by law. The review well be buslt on the 
groundwork that has been land and will be primarily 
drrected at arranging a firm setiong for the fishing policy. so 
that the fishermen well be able to know what conditions 
thes well be puttong up with for the foresecable future “lt 
1S VET) EMporiant mot to pump out of the frying pan and 
mio the fire just for a few years respric. That leads to 
chaos. and people will never reap the bencfits of using the 
natural reches that 1s owners, the poopie, have clarms on 
V arrows hinds of planning changes and the shaping of the 
whole fishing policy will also be attended to.” sand 
Thorstemn [Palsson}]. The People’s Party wants to charge 
remt for fishing quotas on a daily bass. Thorstemn has 
been opposed to such ndeas. and he sand that hrs opinion 
was unchanged. “lt 1s not my solution. The Independence 
Party has not had such a thing on its agenda and we don't 
have « now. But we have Gecoded thal the parties are 
comung to thes review collectively, and people are trying to 
gel an agreement and an accord that 1s as wide-ranging as 
possible.” sand Thorsiemmn. Concerning the justice issuc. 
Thorsten sand that the biggest task that lay before him 
was effecting the separation of the pudimiary power and the 
executive power Lajer on, legrslateon on the area of litiga- 
thon procedures. family msues, and sexual relations will be 


iN Preparation 


* Savs Policy L achanged 
VIE NOSITR Revipaeik VORGUNBLADID im loclandx 
* Way Vip. 


{U nattributed article: “Policy on Whaling Unchanged” | 


[Text] There will be no change m the policy of the 
leclandsc authorities concerning whale hunting 
according to Thorsten Patsson. minister of fishenes 
Thorstermn [Palsson] went over the statc of the whaling 
question with officials and caperts from the fisheries 
menestry on Wednesday. as the “onual meeting of the 
International Whaling Commission will be held on Revh- 
pavvk at the end of May Thorstermn introduced the top 
al a government meeting yesterday and sad to MOR. 
GINBLADID that proposals that loeland should be 
abic to hunt beaked whales and rorquals for commercial 
purposes would be presented at the meeting of the 








whaling comumrarcon He sad that focland’s poston as a 
future momber of the whaling commrswon would be 
conmadcred afier the annual mecting 


* National Debate Over New Aluminum Plant 
VIE NOCIONI Oto AETENPOSTEN of Norms vial 


j~ ipw v/ f f 


[Artate by Henrk Width “locland Betteng on Alurm- 
num | 


[ Text} loctand can om a few years be a powerful compet. 
itor to the Norwegran aluminum industry The country rs 
making plans for a mew aluminum plant costing 7 billion 
kroner At the same tome. clectricity production from 
hydro power will be nearly duuhicd 


A near tropling of lcclandx aluminum production to 
210,000 toms yearly os the ambitious goal of the polrt- 
crams. Following the expansion. the loclandx aluminum 
plant om Straumsvek. west of the capital. will be among 
the largest wn Europe. The largest « Hydro Alumimum’s 
plant on Karmo: . with an annual production of 240.0600 
toms. Total Norwegian aluminum production ts around 
SS0000 tonnes annually 


\ comsortium with American, Swedish. and Dutch par- 
horpation will burld and run acompictely new aluminum 
works where production rs planned to begin in 1995. The 
consortium consists of the Swedish Crranges AB. the 
Dutch Hoogoven Aluminum. and the American Aluma, 
Today's aluminum works have a production capacity of 
a bette over 80.000 tonnes 


1 Billion Dollars 


After the expansion the works electricity requirement rs 
calculated at 3.000 GWh (3 bilhon kilowatt hours) per 
year. Thes presupposes a considerable capanson of loe- 
land's hydro power. Last year. the whole country's power 
requirement was 4.400 GWhi4 4 bilhon kilowatt hours) 
The smelteng works will cost | billion dollars and the 
mvesiments for the power capanson that the works 
requires will come to an additional $00-600 muillron 
dollars, advises the country’s industry and trade mun- 
ister, Socral Democrat Jon Sigurdsson 


The aluminum plans in Iceland are decrsive in efforts to 
make the country less dependent upon the fisheries 
which today account for 80 percent of exports Six 
hundred working places will be directly tied to the 
smelting works. but the industry minister estimates that 
the ripple effects will generate between 2.000 and > S00 
working places 


“ht 1S years sence our last laree mmdustnal imvest- 
ment—a ferro-alloy plant mm which Elke has ©) per- 
cent. The new plant 1s an webreakes for « new penod of 
growth opines the industry minisict 


He looks ahead to expanded collaboration with Elkem 
regarding aluminum after 1998 The Ieclandic government 
18 directing large efforts toward winning the population's 


NORDIC COUNTRIES 


+ BIS-“Wcl -91-108 
5 June .991 


support for the alurmmmnum plams. Among other thongs. a 
has been cotemated that there well be an mocrcane of five 


percent  purchas-ag power for al joclanders 
(C entroverss (boot the Plans 


There 2 strong poliscal controversy +.<.cwrdemg the 
plans for an alurmenum works and the qucsos of & cther 
10 S25 VCS OF NO to the plent has been a central coe om the 
aggressive clectsom Campaign proceding the Alltung choction 
on Saturday. 20 April. The Lefi = vers skheptical—for 
several reasoms. Dangers of environmental pollutvon are 
berg pownted tc. there 1s lithe enthusiasm for bringing 
powertul foreign capital so strongly mio zn wmpoertani 
national proyect. and the danger connected with betiuns 
everything on a single card being pomted out T*« 
mdusiry minister beheves the cnvironmental difficult. 
with the works are manageable 


“Ht +s not such a large natural area that 1s bewng host wit 
the cxapansion. I veew thes in many ways as an improve- 
ment of nature. says Sigurdsson 


He further ports out thal a modern smelting works is 
very clean, but that the amount of harmful materic's that 
cape are a matter of debate. If the conservative lnge- 
pendence Party wins the clection and forms a govern- 
mont together with Sigurdsson’s Social Democrats, the 
mdusiry minister rs convinced that the aluminum plans 
will be approved by the Allteng im short order 


locland’s advantages are many. Sigurdsson opines. and 
names political stability and low energy prices as the 
most important There are no plans to sell the aluminum 
on the open market ether, The production will cover the 
consortium s own requirements for aluminum 
according to Industry Minister Jon Sigurdsson 


Norway 


* COCOM Regulation Changes Open New Markets 


* High Tech Firms View Fast 
VIENOSI04 Oslo AFTENPOSTEN in Norweetan 
Ji Apr vipe 


[Article by And M. Jonassen: “New Markets for High- 
Technology Goods”) 


[Text] Norwegian high-technology businesses can par- 
take of new markets im Hungary, Poiand. and ( recho- 
sovakia. The COCOM countres are meeting in Paris in 
May to approve the anticipated lheralization of the rules 
for cxports of sensitive goods 


The new rules will be especially favorable for sas to the 
former East Bloc countries. Only a few of the products 
Norwegian enterprises produce will be prohibited for sale 
to these countries. Thies omphes great possibilities for 
Norwegian industry. which 1s preparing itself to partic. 
pate im the new markets with help from the Foreign 
Ministry 
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Foregn Mearniny pre spokesmca Byorn Bhokbus 
advrxs that the muenir: well arrange scm rs for 
mdus*) yout aftcr the sumer holes « om order to 
provide miormation concermeng the ace « OXOCIM rules 
(only m underwater technole-g, well tne lest probably 
comtenuc to he very fesiractrv< according to Blot hus 


Giving Cordance 

“The Foren Moenerstry’s section for caport and emport 
comtral can give gusdance the caporters regardeng the 
rules Doth tor sale of finshed products and of products 
that are om the plavning sage We have contact wath 18 
experts on the Defense Research bestitute ” says Blokes 


The penaltees were sharpened aftcr the scandal mm 1987 
when the Kongsberg Weapons Factory sold high tech 
nology tliegally to the Sovect Umeon. Smuaglers of high 
technology mow risk up to five vears emprnsenment and 
the companecs behend the dicgal sale can be fined and 
demed of the meht conduct of busmesws activety The 
restrictions pertam to goods that can be weed for melrtary 
purposes and that have heen pul on the C090 19M fats 


Information about the regulatroms c29 he an moentrve to 
more ciporters for legal sales of huge technology. om the 
opimon of the Foreign Ministry After the Kongsberg 
WV capons Factory case. seminars cotcerming the corps. 
cated regulations were arranged for Wi)-40") Ciport oon 
cerns that were pecked oul m cooperation with the NO) 
[industrial Head Organzation] A comprehensive hand 
book on caport contro «4s heen prepared m 13.108) 
copies and spread throughout he whole country Foreegn 
Ministry personne! have held semenars om ©) large con 
cerns 


Able lo ( ompete 


Close comtact with cxperts who know the regulatrons 
makes  possblc to adapt products to the rules end 
markets on the East Exporters and a small cowetry such 
as Norway can thus have an advantage m competition 
with supphers from other countnes with a more mnpen 
ctrable burcawcracy. they thenk at the Foren Menrstry 


The long COX OM trots with everytheng from PC's to 
advanced lathes will be replaced with a core let that 
casict to grasp. A large number of personal computers on 
the market are berng freed for sale m the Faw But 
( ustoms control of the hugh technoteg, that a rs tell 
prohibited tor sale rs becoming all the more eflectry« 


Four Levels 


There are fowr “levels” of COM OOM gouxds free goods 
which automatically gct a hoense. products where the 
Foreign Ministry office decides on the hoense pools that 
the COKCOM head office m Parns must approve the sak 
of. and the fortedden products. The waiting tome for 
approval m Parns can be |) weeks Sin Norwegian 


caporters have recenved two-year, penecral hoenses for 


sale of special products. mainly data equipment 
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* C estoms lightens ( ontrols 
VIE OS 208 Ole AFITENPUSTEN of Noreen 
li ip, vipe 
[i matirvbuted artacte “CORUM Leheralives. Sat Con 
trols Mavengthened | 


[Test] The Foresgn Menntry and the Customs Ser. we 
have strengthened control of high technolog, and other 
<Twtive goods at the same tome that mdustry ms pre- 
pareng stsclt for hheralzatron of the COKOOM rules 


Earher “hes year, Customs emplovecs at the ground level 
characterized the control as medrocre, but the muenrstry 
pornts out that a serecs <4 measures had already been 
undertaken when the cniscrsm came. The Foresgm Ministry 
had held mectongs with the Customs Service and had 
removed some of the fuzziness about the umplementation 
of controls, The week, a seminar wat also arranged for 
about 40 customs officers from all over the country 


(Controls are armed at tugh technology goods on the 
(14 (9M lest. sale of weapons to a number of cowntrics m 
conflct areas. sale of chemicals that can be used m 
chemecal wartare, missile technology, and nucicar 
BW CAPO 


New ( ountrics on the List 


Even of the COCOM rules are now vcing Wheralired 
ngulations on a sencs of new pornts are berg strength- 
ened Croods that are now approved for sale to the former 
Last Bloc countries will be prohibited for sale te other 
countries. New conflict areas are coming onto the 
COX0OM best 


The prohebrtron will, among other things. apply to data 
systems that can be weed to control mrswles om war, Whe 
for cxamplc. systems used for key cards im hotels Such 
data systems can be worth gold to a dictator om war, he 
Saddam Hussein 


More Assignments 


So far thes vear. the Customs Service has reccrwed post as 
many control assignments from the Forergn Muenrstry’s 
office for export and umport regulation as during all of last 
year In all. ss customs postions have been estabiich m 
order to control exports of high technology following the 
Kongsberg Weapons Factory scandal. a coordimacor om the 
( uwstiormms Durectorate and the five others appon sd to 
the customs dretricts m Oslo, at Fornchu. and om Dram 
men 


for a half year also. the position of coordmator of 
COCOM control mm the Customs Directorate stood enc 
cuped Branch Checef Suan Broyn, who assumed thi 
position at New Vear's. confirms that control has stepped 


up 
A higher degree of control m now berg cxerereed over 


goods that do mot require hoenses Smuggters of 
weapons. data equipment end other sonmsitive goods do 
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noi acocssartls apply for a hocns. the customs official 
emphasize. For the most sensitive products permuiticd io 
be sold. caportcrs arc to warn the Customs Service at 
least five days before shipping 


Nlissiles and Gasses 


Beginning on | January. Norway became a membres of the 
MTCR. a group of 15 countries that have cxport controls 
of missile technology. Control arc armed at halintix 
murssiics that can carry nuclear weapons. Norway docs not 
produce such mrswies, whech have a range of at least 4) 
kilometers, bui docs. on the other hand. mrsule fucl 
navigation equipment. control sysicms. and cth« products 
that can be used mm the mrssiles. Norway may also be used 
as a t-ansit country for goods on the MTCR lest 


Besidcs, from | May Norway's Ist of chemocals that are 
subject to export controls will grow from 435 to SO. These 
are chemicals that can be used for productson of nerve 
gasses, shin gasses. and other chemical weapons 


Also. m May. semor off coals arc meeteng om the Haag mi 
order to enter new products on the cxeort control inst wm 
comsection with devolops cot of auckar weapons For 
Noreay, thes will have Coms.ecnces promarily for sup- 
plers to power plants 


Sweden 


* Foonemic Ixsues for Newt Government Listed 
VIE NOS OR Stade DIGENS NPE TER 
m Swedish 6 tpr VI pce 


{Commentary by Johan Schuck “Hard Times Ahead for 
Neat Goverment | 


[Text] Things will not be easy for the government that 
must present its national bucget proposal in January 199) 
4 budget deficit of over 40 bilhon kromo* hes ahead of 
The crrsrs on pubblec finaes rt enderlned by che fact that 
the Natronal Penson Insurance [AP] fund rs shrinking 


This os apparent from a more careful scruteny of the 
goverament s supplementary bull 


There « can be gathered that the turning pornt for the 
natronal budget and puliec financing mm general well be 
slow om comeng. For the AP fund the neat five vears will 
mean onc long downhell she 


But that « based on the assumption that the finance 
menester 1s correct on hes assessment that the coenomy rs 
on the verge of turning arownd Ii 1s alse a prerequisite 
that open unemployment, which 1s a tig burden on the 
treasury. docs not rise to more than 4 percent. The 
calculations are also based on the assur ptron that labor 
policy measures will not be capanded further 
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Deficnt Crow ing 
In spitcs of thes the nateo.al budget deficnt 1s capected to 


grow from 10.3 Sulbon krenor om the 1991-9) fiscal year 
to 46.0 belhon kronor m the 1992-93 fiscal vear 


The tug d-tcrnoration m natronal finan cs 1 dice to the 
mectactson of at least three different (a tors 


The recessson checks the growth of natronal rev auct while 
also icadeng to new capenses. For cramp, « moderate 
mcrcase mm private comsumption docs not produce a tig 
morease om the state's valuc-added tas revenucs. Al the 
same tome the mercase m unemployment «6 capensve, 
regardicss of whether « « labor market programs or 
unemployment benefits that must be funded 


The falleng inflatvon rate means that the state's drsburw 
ment of taxcs to munscipalitics—w hich mvolve a two-vear 
delay—will be a heavy financial burden. These tax funds 
were pard ito the treasurs mm the mflation vears of 1990 
and 1991 when sominal wages rose rapidly. Now when the 
munscipalitics are scheduled to get thew moncy, sate 
revenues are no longer rrsing at the same rate 


The automatic factor m various state outlays leads costs 
to rise even thoug* the natronal coonomy has continucd 
at zero growth. Theres 1s especially true of varrows kinds of 
transicr payments--aith work-related myury mmsurance 
as an often cried crample 


Low Wage lacreases 


It may appear that om thes cave the state financial cress 
will mot mecessarily be long-lasting As soon a5 the 
coonomy turns upwerd state revenucs will start growing 
again while at the same tome some of the outlays will 
duappear. The transition to a calmer mfation rate 
means that payments between the state and muni palr- 
tres wall be better balanced 


But such an argument 1s based on the assumption thet it 
will be possible to continue to hold nominal wage 
meoreases om check. The Finance Moenrstry's mayor alter- 
native calls for wage mereases to wontenue to rise by 4 
percent a vear and no more 


it omstead wage costs merease 7 percent m 1993 and 
1994. 6 percent . 1995 and 5 percent m 1996, a large 
deficet on state finances will be guarantced Thies 1s shown 
by the Femnance Ministry's so-called reference albernative 


l nfortunately thes «9 on unhkely development. The 
decruve year will be 1993. That « when the sabelzation 
pact cxperes while at the same tome the coonomy will 
probably have started to move upward 


It well not be known wii! the wager megotrations mm that 
vear if the stuf down to a lower rate of mflation 
represents a reality Ome evdrcatron that thes might occur 
rs that ot seers bhely that 1993 well be a peak vear for 
unemployment An argument in the opposite d'rectron rs 
that wage costs have risen by 6 perceal of more m cach 
year sence the begrnning of the 1960's 
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The outcome 1s extremely uncertain. But the Finance 
Ministry's calculations suggest that balance can first be 
restored to the state budgct toward the middle of the 
1990's. The state will be forced to operate with deficits 
all through the neat mandate penod 


AP Fund Shrinking 


On the other hand there 1s no great uncertainty where the 
AP tund 1s concerned. The Finance Ministry shows that 
the tund will dwindle steadily throughout the 1990's and 
past the turn of the century 


The reason 1s that National Supplementary Pension 
System [ATP] tax payments are not enough to cover 
more than SO percent of current pension payments. 
Therefore there will be increasing demands on the AP 
fund's resources 


All of thes will take a bite out of the public sector's 
savings. With a faster wage cost development than the 
one in the Finance Ministry's mayor alternative there 1s a 
risk that these savings could even become negative 
toward the middle of the 1990's 


Private savings—houschold and business—are expected 
to rise bul not at the same rate as the decline in public 
Savings. During the neat few years investment capital 
will have to be sought in other countries to a large extent 


The Finance Ministry 1s anticipating an increased deficit 
in the trade balance for precisely this reason. This deficit 
in relation to other countries will be greatest in 1992 and 
1993. as a result of big state budget deficits in those 
years. First toward the end of the neat clection penod 
will the trade balance be back where it started in the best 
case scenario. However the Finance Ministry does not 
show what would happen to the trade balance with a 
wage increase of more than 4 percent per year. But the 
descriptions are adequate to modulate the official pic- 
ture of an economy “on the right course! 


Therefore ut should be mentioned that all the informa- 
tion has been taken from such official products as the 
revised national budget and the long-term budget. The 
revised budget proposal—the political document—gives 
only a shght hint of the problems described here 


* Business Sector Hit by Bankruptcy Wave 


YIENOS224 Stockholm DAGENS NYHETER 
im Swedish 23 Apr Vil pl 


[Article by Jan Nylander: “Billions in Losses; Bankrupt- 
cies Continue to Rise” ] 


[Text] In the first quarter of the vear the business sector 
lost almost 1.5 billhon kronor as a result of bankruptcies 
And the situation will gct worse. Nyckeln Holding’s 
bankruptcy estate alone involves unsecured debts of 
almost 2.6 billhon kronor 
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The pernodical JUSTITIA has studied all the bankrupt- 
cies in January. February and March and published the 
names of creditors. Those who had no secur, for thei 
claims are in the worst position 


“These unsecured claims amount to 1.411 billion 
kronor.” said JUSTITIA editor Thomas Arosecnius 
“And a large part of the moncy can be regarded as lost 
Something 1s left over for unsecured creditors in only 2 


percent of all bankruptcy cases.” 


Must Blame I hemselves 


He thinks the businesses themselves are to blame 


“Companies are getting the credit losses they deserve. In 
most cases they deliver products to their customers on 
credit without checking to make sure they can cover then 
bills. Of the over 550.000 active businesses in Sweden 
only 20,000 have run a credit check.” 


It 1s not unexpected that banks and finance mstitutions 
stand highest or the list of unsecured creditors with 358 
million kronor, closely followed by wholesalers with 306 
million kronor (wholesale dealers who sold machinery, 
tools and electronics without being paid) 


Next 1s the consultant branch with 136 millon kronor 
(architects, lawyers, advertising agencies, ctc.), manufac- 
turing industries, 115 million kronor. the construction 
branch, 102 milhon kronor, real estate management, 80 
million kronor, communications, 57 million kronor and 
retail trade, 50 million kronor 


“The losses will increase during the year.” Thomas 


Arosenius said. 


Just the Beginning 


The bankruptcy of the Nyckeln Holding finance com- 
pany alone, which comes under the statistics for the 
second quarter, gives the figures a sharp upward boost 


The bankruptcy estate statement of 2 April lists unse- 
cured debts of close to 2.6 billion kronor. That ts 90 
percent more than the unsecured debts for all the bank- 
ruptcies in this country during the first quarter 


“And this w just the beginning of the recession.” said 
Thomas Arosenius. So far it 1s mostly service Companies 
that have been affected. Now manulacturing industries 
are also starting to declare bankruptcy, which means that 
many more employees will be affected 


The tendency has already been reflected in the statistics 
According to the latest figures from the Central Bureau 
of Statistics [SCB] 4.204 new firms filed for bankruptcy 
in the first quarter. That 1s double the number in the 
same period last year. The number of employees of firms 
involved in bankruptcy proceedings quadrupled during 
the same period: 12.272 permanent employees. That 1s 
the highest figure in nine years 
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* Steps lo Improve Economy, Stability Suggested 
YIESOCYSB Istanted CL UMHURIVET in Turkish 
‘Var vViply 


{Artecle by Bilal Cetin: “Economy Secks Culprit” ] 


{Text} Ankara—The bottleneck im the economy and the 
Stability package preparations have divided Ozal's eco- 
nomic Staffs. The different cconomic units that prepare 
economic reports and offer preventive measures have 
begun accusing cach other. The DPT [State Planning 
Organization}, while critecizing the Central Bay ks’ mone- 
tary and exchange rate poles, blames cconomic prob- 
lems largely on the Gulf crssis. The Central Bank and the 
Treasury. however, blame the DPT for “failing to grasp the 
situation.” The report submuatied by the DPT to President 
Turgut Oval 1s said to “contain empty and conflicting 
proposals.” The Central Bank's comment on the DPT's 
proposal that “the money spigots must be opened while 
foreign cachange reserves are reduced” 1s this: “Turkey 
suffered the crisis in 1980 because of this kind of mistaken 
policies.” 


In the repon submitted to President Turgut Ozal by 
Minister of State Isin Celebs and DPT Under Secretary 
Ali Tigrel, the necessary urgent measures are listed after 
the present status of the economy 1s explained. 


The evaluation part of the report. in describing eco- 
nomic developments thes year, mentions the $2. 3-bilhon 
reduction in Central Bank foreign exchange reserves and 
offers these views as regards the Central Bank: 


“When thes happened. policres armed al rarsing interest 
rates were applied insicac of mntervening in the foreign 
exchange market. However, in mid-March when interest 
rates reached |S0-some percent and the exchange rate 
exceeded 4.000 liras to the dollar, the Central Bank 
intervened in the markets and tried to bring the foreign 
currency caxachange rates down, This situation led t 
widening the gap between the free market and official 
cxachange rates, while also Causing interest rates to stabi- 
lize at around 100 percent 


“By increasing uncertainty on the economy, the fluctua- 
lions in interest and exchange rates took on a nature that 
would have a negative effect on the cconomuc decisions 
of the private sector and consumers. This situation 
created instability on the marketplace and weakened the 
chances of success of macro policy impiementation.” 


Treasury and Central Bank sources who revealed their 
views on the DPT report sand they could not understand 
the basis of the problem with the DPT. Experts remarked 
that the “DPT 1s looking at the economy only from the 
growth perspective” and said. “The diagnosis of 
today's problems 1s cxatremely logrcal.” 


It was also pointed out that the DPT has a tendency to link 
everything to the Gulf crisis and these views were 
capressed 
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“Would everything be a rose garden if there had been no 
Gulf crrsis? On the contrary. the problem would perhaps 
not be seen as clearly as this. but there probably would 
have been an even more serious busi a few months later. 
We have been drawing attention to the public deficits for 
years and talking about the dangers they create. What 1s 
the DPT doing’ Distributing incentives with abandon, 
preparing a program without even looking at financing. 
What did they do, for example. when we pointed out 
during discussion of the 1991 program in the High 
Planning Council that 11 would be impossible to finance 
a public deficit at this level’? They said this deficnt could 
be financed casily. Now we all sce what happened.” 


The economic measures called for in the DPT reporn 
follow: 


|. While a selective and controlled approach 1s taken im 
public spending in order to get the economy out of the 
slump, priority must be given to a policy to bring interest 
rates down and to protect Outward competitiveness im 
foreign exchange raics (rapid devaluation of the Turkish 
lira) in order to encourage caports and private-sector 
activities. 


2. Practices to restrict supply more rapidly than demand 
must be avoided and measures that would create supply 
shocks must not be taken 


3. Price adjustments at KIT’s [State Economic Enterprises] 
supplying inputs for industry must not create a shock. 


4. The upward trend in public spending must be slowed. 
and care must be taken not to exceed appropriations in 
investment spending. 


§. Efforts must be made to make public-sector loan 
payments to the private sector on time 


6. A controlled approach must be taken until a normal 
flow occurs in the foreign resource sysiem in consoli- 
dated budget and fund spending. and medium-term 
obligations must be avoided. 


7. Increases in costs of KIT goods and services must be 
reflected in their prices 


8. The support policy must be set by taking into account 
the relevant bodies and ther financing possibilities, and 
job lay-offs must be used if necessary to allow agricul- 
tural product inventories to be converted to cash. 


10. Priority must be given to mereasing the resources of 
Exim Bank and the Development Bank for the purpose of 
encouraging cxports aod private-sector mvesiment active 
ties 


11. Priority must be given to strengthening coerdination 
between the bodies responsible for economic management. 
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* Administrators of Economy Said To Be in Chaos 


YIESOTY3A Istanbul CL UVHU RIVET im Turkish 
3 May Yl pay 


[Text] Ankara (CU MHURIYET}—The conflict between 
economic chicts has intensified recently as problems in 
the cconomy deepened. The now chronic argument 
between Ministers of State for the Economs Gunes 
Taner and Isin Celebi has led to squabbling among 
bureaucrats attached to the two ministers. Economix 
bodies recently started blaming today’s troubles on cach 
other's mistaken practices. President Turgut Oval 1s 
Irving to keep the cxrsting cadre in place. while Prime 
Minister Yildirim Akbulut carefully avoids entering the 
fray. The ministers, however. are secking ways to get 
certain top bureaucrats removed from the job 


Legally. 1 1s necessary to identify the macroeconomic 
policies in the present structure with the High Planning 
Council chaired by Prime Minister Akbulut and the mon- 
etary and credit councils chaired by Isin Celebs. However. 
procedural practice changed significantly after Turgut 
Ozal was clected presideat. Macroeconomic decisions 
began to be made along the lines of Ozal's directives from 
“economic briefings” he hosted monthly at Cankaya. 
President Oval coordinates the economy at the highest 
leve.. However, conflicts continue apace im day-to-day 
practice between the ministers, between the ministers and 
the bureaucrats and between top bureaucrat: of various 
economic units. The “economic empire” struggle between 
Ministers of State Gunes Taner and Isin Celebi still has not 
been resolved. Taner said, “I am the minister responsible 
for the economy. The Treasury is under me. The DPT 
[State Planning Organization] 1s under Isin Bey. and the 
think tank there has no executive authority.” while Celeb 
took the offensive. especially recently. to prove Ars execu- 
tive powers. His announcements about the KIT’s [State 
Economic Enterprises}. the edict on elimination of the 
tobacco monopoly and late agricultural support pay ments 
are viewed as cxamples of these initiatives by Celebi 


The present structure of cconomic administration and 
the conflicts may be summarized as follows 


Treasury: ( nder Secretary Namik Kemal Kilic 1s known 
as an former colleague of Minister Taner’s and as one of 
the bureaucrats closest to President Oval. It 1s sand that 
Kilic and Gunes Taner have had disagreements trom 
lume to time and Taner even wanted Kilic fired, but did 
not succeed. Aulic 1s closer to the foreign trade side of the 
under secretariat. He has a falling out from time to time 
with his deputy tor the Treasury, Mahfi Egiimez. His 
relations with Central Bank management, it seems, are 
neither very good nor very bad. It cannot be sad that he 
has good relations with the DPT administration. He had 
a rather severe disagreement with DPT Under Secretary 
Ah Tigre! during discussions in the High Planning 
Council of the 1991 budgct and program 


The pronouncements of Mahfi Egilmez. deputy under 
secretary for the treasury. that “there 1s a great deal of tay 
evasion, Finance 1s not collecting the taxes.” 


drew a 
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reaction from Revenues General Director Altan Tufan. 
Tufan responds. “Let them try to do their own jobs mght. 
We are bringing im tax revenues above our goals. The 
budgct would always have a surplus im recent years if 
interest payments were not counted. Bul the interest 
burden creates problems because of the mistaken bor- 
rowing policy.” 


Egilmez drew the wrath of both Munuister of State Celebi 
and the DPT when he made a derogatory speech about 
Celeb's announcements about support payments, the 
KIT’s and public finance 


DPT: The DPT 1s experiencing some internal difficulties 
because of Minister Celebi's appointment operations last 
year and the problems that came with the experts who 
were appointed as general directors and deputy gencral 
directors under the new law. Miunuster Celebi left the 
under secretary out of the loop im important decisions 
having to do with incentives and foreign capital and 
worked together directly with D-nuty Under Secretary 
Turgut Tuten and Foreign Capital Chief Osman Unsal. 
However. both Tuten and Osman U nsal were reportedly 
told to report to Unde: Secretary Tigrel as soon as 
possible in developments like this. Meanwhile, a breach 
reportedly opened between Deputy Under Secretary for 
Planning Cengiz Aysun and top administrators at 
Finance and the Treasury 


Under Secretary Ali Tigrel. meanwhile. heads the bureau- 
crats worst affected by the conflict in economic adminis- 
tration. Tigrel, whose relations with Treasury Under Sec- 
retary Namil Kemal Kilic are rather cool, would like a 
climate of harmonious cooperation with the Treasury, the 
Central Bank and Finance. However. the conflict between 
Minister Celebi, to whom he 1s subordinate, and Central 
Bank President Rusdu Saracoglu and Minister of State 
Gunes Taner sometimes puts him in a difficult situation. 


Central Bank: The dispute with Monuster of State Isin 
Celebi rs over Central Bank President Saracoglu’s mon- 
clary policy. rate of exchange adjustments and 1990 
movetary program. Gunes Taner-Saracoglu relations are 
said to be quite good im general despite occasional 
differences of opimon. The Central Bank management ts 
viewed as working in close cooperation with the Trea- 
sury. but cannot be said to be on accord with the DPT 
They have different views on economic policy 


* Ecevit Interviewed on Country's Economy 


YVIESOCCUTB Istanbul CLMHURIVET in Turkish 
wWipr vind 


[Interview with Democratic Lett Party General 
Chairman Bulent Ecevit by Betul Uncular, place and 
date not given: “Economy mn Traguc Situation’ ] 


[Text] Ankara—DSP [Democratic Left Party] General 
Chairman Bulent Ecevit pointed out that the economy 1s 
ina very tragec situation and stressed that President 
Turgut Oval may request clectron thes vear if he thinks 
the cconomy will get worse neat vear than it 1s now 
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Ecevit critucized the requests for sacrifices from workers 
while billhon-lira weddings are being held on one hand 
and gold watches are being distributed to ANAP [Moth- 
erland Party] deputies by the prime munisicr on the 
other. He drew attention to how undemocratic the 
institution of Turkish parhamentary membership 1s. 


CUMHURIYET's interview with Ecevit on a variety of 


subjects follows: 


{Uncular] Might carly elections be held this year’? Under 
what circumstances could the president bring carly clec- 
tons to the agenda” 


[Ecevit] Mr. Ozal wall take all clements into account in 
deciding for carly clections. He thought he was going to 
be able to get the economy more or less in order before 
the Gulf crisis broke out. He was hoping for a spurt in the 
growth rate and that inflation could be reined in if only 
a bit. All of these hopes were dashed. The economy 1s in 
a very tragic situation. The president of the Central Bank 
said this in rather clear terms. No measures can be taken 
to even oul the economy. 


In approaching the problem economically, if Mr. Ozal 
thinks that the economy will be worse next year than it 1s 
now and that he cannot prevent it, all he can do 1s call for 
clections this year 


Moreover, | think he was thinking along such lines as 
this: “Even if | cannot straighten out the economy, the 
policy | followed during the Gulf crisis wall bring Turkeys 
grcat gains, this will raise mine and ANAP’s prestige and 
1 will be able to go into early elections based on this,” but 
all this came to naught. 


Now he must be thinking, “I wonder if I can get enough 
points to go into elections by amending the laws to expand 
the freedoms a little.” He may have no chon? but to 
consent to elections this year if he thinks next year will be 
much worse than this year economically. However, in 
going ahead with elections, | am afrand he will drag the 
country into a new crisis by making more changes in the 
electoral system. Indications point in that direction. The 
Status of the Turkish national deputy 1s a very curious 
thing. | do not know if there 1s a simular arrangement 
anywhere in the world. The House of Lords 1s offered as an 
example. And that 1s an institution peculiar to Britain and 
iS not raised through elections anyway. 


Turkish National Deputy Status Objectionable 


National deputies at large who will be shown from the 
capital quota will be attached directly to the general 
headquarters and, in the ruling party. to the leader. Thus 
the leader will keep the party group constantly under 
control. A lot of prominent and respected people will no 
doubt be elected to the Assembly, but once they are clected 
they will lose all of their respectability because they will 
become i the eves of the public someone overly attached 
to the party leader. This 1s a very risky thing both from this 
standpoint and from the standpoint of democracy 
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{[Uncular}] Do you think Mr. Ozal can legalize his so- 
called de facto presidential system? 


[Ecevit] In the democratic countnes that have presidential 
systems, the president 1s not irresponsible. Ours, however, 
1S not Only irresponsible but has arrogated to himself all 
executive power. He uses the powers be has essentially 
broadly expanded as an irresponsible person and so | think 
that, in shifting to the presidential system, he will try to 
introduce a presidential system still in this mold. 


A large segment of the public was looking at popular 
clection of the president superficially and was sympa- 
thetic to it. It was not being taken seriously because 
objections that may arise were not being discussed 
beforchand and. if this issue had been submitted to 
public referendum before Ozal was clected president, it 
would probably have been accepted. But I think the 
situation has changed now. Turkish public opimon has 
begun to see in concrete form through Ozal's presidency 
the risks in switching to a presidential system. Although 
Ozal was not elected president by the people directly, he 
has dragged Turkey into a personal dictatorship, into 
arbitrary government. If he had been elected by the 
people directly. Turkey would have been swept even 
more rapidly towards personal dictatorship. Public 
opinion has noticed this danger. 


The difficulty here 1s that Mr. Demirel himself became 
obsessed with the idea of direct popular election of the 
president. He cannot easily save himself from this obses- 
sion and 1s secking ways to get out of 11. 


{Uncular] Could | get your views on the SHP’s constitu- 
tional amendment draft? What are the points on which 
you agree and disagree” 


Billion-L ira Weddings 


{Ecevit} I read the summaries of it in the newspapers. The 
full text 1s not out yet. The constitution 1s a sensitive 
subject. | don't know if they will send it to us. If they do or 
if ut can be obtained, we will, of course, examine i 
carefully. 


{Uncular] What are your views on labor problems? What 
do you think about the president's actions’ 


[Ecevit] Mr. Ozal is insisting on essentially jouning forces 
with the employers’ union presidency, not just the prime 
ministry. Clearly there 1s a lot of discontent in labor. But it 
18 also clear that labor peace cannot happen if the govern- 
ment poses as a tough employer and comes out against the 
workers in the collective bargaining process. Mr. Ozal 
wants certain sacrifices form the workers. Such sacrifices 
may be requested 13 some periods, but the people who run 
the country must first set examples of sacrifice to show 
they deserve the nght to demand these sacrifices. Admin- 
istrators are provoking reactions by expecting sacrifice 
from workers, villagers and other segments of society while 
billion-lira weddings are being held on one hand and, on 
the other, gold watches worth at least 3 million liras each 
are distributed to nearly 300 ANAP deputies at the prime 
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minister's Ramazan dinner without informing the public 
as to where the money for them came from, and those in 
power are squandering state funds with an irresponsibility 
unprecedented in the history of the republic. 


If Turkey needs economy and sacrifice, the people run- 
ning the country must first of all set an example. Even 
the advertisements we see when you turn on the TV are 
such as to encourage the people in excessive Cconsum- 
erism. For example, state-owned TV 1s broadcasting a 
State-owned bank's “bankmatic™ advertisements for 
children. On one hand. the children of the wealthy are 
seen on TV every evening. On the other hand, workers 
are asked to sacrifice their children’s bread and milk 
money. It 1s umpossible to reconcile the two. 


* German Firms To Invest in Auto Industry 
YIESO6SSB Istanbul DUNY A in Turkish 12 Apr 91 pl 


[Text] German automotive industrialists have turned 
their eves on Turkey. With the rise on labor costs and the 
reduction in working hours in Germany. Mercedes-Benz 
declared Turkey as an attractive country for investments 
and invited more than SO representatives of German 
automotive auxihary industries to Istanbul to meet with 


Turkish businessmen. At the meeting. representatives of 


the Turkish Government briefed the German industrial- 
StS ON INCeNtiVves for aulomoOtIVe auAthary industries. 


The meeting. where the government was represented by 
DPT [State Planning Organization] Deputy Under Sec- 
retary Turgut Tuten, focused on the following topics 


“The means and capabilities of the Turkish auxiliary 
industry and prospects for expanding collaboration with 
Mercedes-Benz AG, existing climate for investments in 
Turkey: cost and geographic advantages of the Turkish 
auxthary industry. growth prospects of the Turkish auto- 
motive industry in domestic and export markets, trends in 
international cooperation on future challenges that can be 
encountered on the issues of quality and competitiveness.” 


Commenting on the two-day meeting al a press confer- 
ence, Horst Zimmer, a member of the executive board of 
Mercedes-Benz AG, said that his corporation is highly 
confident about the future chances of growth of the 
Turkish economy. He continued: “We are taking a 
leading role in the organization of these meetings to 
ensure the further development of Turkey's automotive 
auxthary industry. | believe that we have achieved 
successtul results on that issue.” Appraising Turkey's 
competitiveness for German industrialists, Zimmer sand 
“Figures show that the average hourly wage in Germany 
iS SO German marks [DM] compared to DMI7 in 
Turkey. The Turkish worker works 1.950 hours per vear 
while his German counterpart works 1.350 hours a vear 
The Turkish worker 1s behind in terms of productivity, 
but when absolute productivity figures are comrared. 
Turkey has an advantage of 3.5 to one. This is very 
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important for us from a standpoint of costs and compet- 
iuveness.” Zimmer continued: 


“Now these advantages of Turkey must be combined 
with quality. If the desired quality standards are 
attained, Turkey wall have an even greater competitive 
advantage. Given our expectations of growth in Turkey's 
automotive auxihary industry, we believe that the 
required quality standards can be achieved with techno- 
logical and financial assistance. In the carly days only a 
small portion of our production in Turkey was made up 
of domestic parts. Now we procure over 50 percent of 
our parts from domestic sources. We give importance to 
the Turkish automotive auxthary imdusiry not just 
because of the business market. but also for cxports 
There 1s a very strong potential, and 1 must be utilized.” 


One reporter asked Zimmer: “Why are you giving 
importance to Turkey rather than to eastern Germany”” 
He rephed: 


“Al the moment wages in castern Germany are low 
compared to western Germany. However, we expect 
them to rise to the same level very soon. We believe that 
wages in Turkey wall catch up with Germany's wages 
over a longer period of time.” 


DPT Deputy Under Secretary Turgut Tuten also 
attended the press conference of the Turkish-German 
Auuthary Industrialists’ Symposium at the Hilton Hotel. 
Stating that he briefed the German industrialists on 
government incentives in this area, Tuten said: “The 
Turkish automotive auxiliary industry is very important 
in terms of foreign currency revenues. Currently, its 
exports total $170 million a year. This figure will surpass 
$1 billion in five years as a result of the program we are 
implementing.” Noting that domestic and foreign 
investments in the automotive auathary industry has 
been growing steadily. Tuten said that this growth accel- 
erated after the government's 10 April decision 


Responding to reporters’ questions, Ahmet Arkan, pres- 
ident of the Vehicle Auashary Industry Association, said: 
“The auxshary industry wants to do not everything but 
things that are economically feasible.” Stating that there 
has been a proliferation of brand names and models in 
Turkey's main automotive industry, Arkan sand: “The 
proliferation of brand names and models has had an 
adverse impact recently, ut prevented the formation of 
strong groups. We beheve that strong main industry 
firms will create strong auxiliary industry firms. Conse- 
quently, we concur with the DPT’s decision to support 
only the strong automotive firms.” 


Representatives of the German Investment and Devel- 
opment Organization and German economic circles 
noted the growing importance of Turkey as Europe's 
auxihary industrialist. Dr Martin, a German economic 
representative, and Schaette, the in-country counselor of 
the DEG German Investment and Finance Corporation, 
stated that they are prepared to encourage and support 
new initiatives by German firms to mvest in Turkey 
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